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DOD’S  ACXJUISmONREPORM  RE(X)MMENDATIONS  TO  800  PANEL  REPORT 


Secretary  of  Defense  Aspin  announced  today  the  Department  of  Defense’s  recommenda¬ 
tions  to  the  800  Panel  Report.  These  recommendations,  which  include  increa.sing  the 
Simplified  Acquisition  Threshold  from  $25,000  to  $100,000  for  small  purchases  and 
establishing  seven  pilot  programs  to  take  advantage  of  a  market  based  system,  are  key  to 
maintaining  the  best  equipped  defense  forces  and  a  strong  industrial  base  through  acquisition 
reform. 


Secretary  Aspin  is  committed  to  maintaining  a  lean,  high-tech,  rcady-to-fight  military 
fotcc  in  a  time  when  the  tlueats  are  changing  and  defense  spending  is  slowing  down.  It  is 
imperative  that  the  system  of  defense  acquisition  achieve  greater  efficiencies  and  take  full 
advantage  of  technological  advances  to  suppon  our  fightmg  forces  and  preserve  the  defense 
industrial  base. 


In  the  Botiom-Up  Review,  Secretary  Aspin  unveiled  his  vision  for  the  nation’s  future 
defense  needs  based  on  the  post-Cold  War  dangers.  This  is  the  first  step  in  a  broad  plan  to 
remake  die  defense  acquisition  system  to  meet  these  new  dangers.  Acquisition  reform  will 
build  on  leading  edge  technologies  diat  have  been  spawned  over  the  years  to  meet  the  nation’s 
defense  needs.  It  will  allow  DoD  to  run  itself  more  like  a  business:  buying  products  in  the 
most  competitive  and  sensible  way,  reducing  massive  paperwork  requirements  and  whenever 
possible  making  purchases  off  the  shelf. 


Tv/o  years  ago.  Congress  directed  the  establishment  of  an  advisory  panel  for  the 
purpose  of  reviewing  acquisition  laws  with  a  view  toward  scrounlining  the  acquisition  process. 
I  The  800  Panel  Report  was  forwarded  to  Congress  on  January  14,  1993.  A  Senior  DoD 

Steering  Group,  chaired  by  die  Deputy  Under  Secretary  of  Defense  (Acquisition  Reform),  was 
,  convened  in  June  1993  to  make  this  administration’s  rccommcndation.s  on  the  proposed 

acquisition  reform  goals  and  objeedves.  The  Steering  Group  met  to  identify  areas  for  change, 
assist  in  establishing  priorities,  and  ensure  implementation  of  final  plans  of  action  within  DoD. 


The  recommendations  of  the  800  Panel  Report  cover  areas  such  as  eliminating 
unnecessary  and  obsolete  specifications  and  standards  and  using  commercial-type  specifications 
to  the  greatest  extent  practicable;  enhancing  the  use  of  the  electronic  bulletin  boards, 
electronic  commerce  and  electronic  data  interchange  (ECTEDI);  and  finally  simplying  contraci 
administration  and  laws. 
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These  changes  are  imperative  if  the  Department  of  Defense  is  to  quickly  meet  the 
changing  nature  of  the  security  threat  in  the  post-Cold  War  era.  Acquisition  reform  will 
enable  the  Department  to  shift  from  single  service  programs  to  programs  that  wiU  be 
interoperable  among  the  military  services  and  U.S.  allies  and  will  offer  greater  efficiencies. 

The  DoD  comments  on  the  Section  800  Panel  Report  have  been  finalized  and  a 
legislative  proposal  has  been  transmitted  to  the  Office  of  Management  and  Budget  and  will  be 
factored  into  &e  administration'’s  position  on  acquisition  reform  legislative  provisions. 
Process  Action  Teams  are  already  working  to  develop  plans  of  action  to  improve  the  current 
acquisition  inocess.  Other  teams  will  be  chartered  in  the  future  to  address  specific  shortcom¬ 
ings  in  the  present  system. 

The  Defense  Department  is  committed  to  maintaining  the  best  equipped,  best  trained 
and  most  effective  fighting  force  in  the  world.  Acquisition  Reform  will  allow  us  to  continue 
to  procure  the  state-of-the-art  technology  and  maintain  the  strong  indusuial  base  that  is 
necessary  to  preserv  e  our  edge  over  our  opponents  in  terms  cf  quality  of  people,  training, 
readiness,  and  technology. 

A  detailed  list  of  DoD’s  recommendations  to  the  800  Panel  Report  is  available  for  the 
media  from  Beverly  Baker  in  the  Directorate  for  Defense  Information  office. 
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EXECUTIVE  SUMMARY 


The  new,  post  Cold  War-era  demands  new  thinking  about  defense 
acquisition.  The  Clinton  administration  believes  the  system  at  the 
Department  of  Defense  must  be  fundamentally  changed  to  meet  the 
challenges  of  the  1990s. 

The  1990s  pose  a  new  set  of  security  challenges  for  the  United 
States.  The  Cold  War  is  over,  but  the  United  States  faces  new  threats: 
regional  conflicts;  proliferation  of  nudear  weapons  and  other  weapons  of 
mass  destruction;  risk  to  our  economic  well-being;  and  the  possible  failure 
of  democratic  reform  in  the  former  Soviet  Bloc  and  elsewhere.. 

The  President  and  the  Secretary  of  Defense  are  committed  to 
maintaining  a  lean,  high-tech,  ready-to-fight  military  force  In  a  time  when 
the  threats  are  changing  and  defense  spending  is  slowing  down  It  is 
imperative  that  the  system  of  defense  acquisition  achieve  greater 
efficiencies  and  take  full  advantage  of  technological  advances  to  support 
our  fighting  forces  and  preserve  the  defense  industrial  base. 

In  the  Bottom-Up  Review,  concluded  last  September,  Secretary  of 
Defense  tes  Aspin  unveiled  his  vision  for  the  nation's  future  defense 
needs.  While  the  risk  of  global  war  is  gone,  the  United  States  still  faces 
many  risks  around  the  world.  The  Bottom-Up  Review  was  a  blueprint  for 
dealing  with  these  dangers  no  matter  where  they  might  emerge. 

The  Clinton  administration  is  proposing  the  first  steps  In  a  broad 
plan  to  remake  the  defense  acquisition  system  to  meet  these  dangers.  This 
plan  will  build  on  the  leading  edge  technologies  that  have  been  spawned 
over  the  years  to  meet  the  nation's  defense  needs.  It  will  allow  DoD  to  run 
itself  more  like  a  business:  buylr^  products  In  the  most  competitive  and 
sensible  way,  reducing  massive  paperwork  requirements  and  whenever 
possible  making  purchases  off  the  shelf. 

These  changes  are  imperative  If  the  Department  of  Defense  is  to 
quickly  meet  the  changing  nature  of  the  security  threat  in  the  post-Cold 
War  era.  They  will  enable  the  Department  to  shift  from  single-service 
programs  to  programs  that  will  be  interoperable  among  the  military  services 
and  U.S.  allies  and  will  offer  greater  efftdendes. 

The  administration  is  committed  to  maintaining  the  best  equipped, 
best  trained  and  most  effective  fighting  force  in  the  world.  We  woni  be  able 
to  do  it  unless  we  change  the  way  we  do  business. 
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The  Problem 

The  DoD  acquisition  eystem  is  a  web  of  laws  and  reguiations 
adopted  for  laudabie  reasons.  The  aim  is  to  prevent  waste,  fraud  and 
abuse,  and  to  ensure  that  competition  is  fair  and  the  taxpayer  is  well* 
served.  But  the  rules  have  led  to  an  overloaded  system  that  is  often 
paralyzed  and  ineffectual.  Thanks  to  the  ability  and  dedication  of  the 
people  in  the  system,  it  produced  systems  that  helped  win  the  Cold  War— 
but  at  a  significant  price. 

The  combing  effect  of  the  thousands  of  pages  of  acquisition 
regulation  is  a  confusing  and  often  needlessly  expensive  system  that  the 
nation  can  no  longer  afford.  It  turns  away  the  innovative  small  business  and 
makes  it  nearly  impossible  to  save  tax  dollars  because  the  Department 
cannot  easily  buy  off-the-shelf  commercial  products.  It  denies  or  slows 
DoD  access  to  state-of-the  art  technologies  readily  available  to  commercial 
enterprises.  It  limits  access  to  what  must  continue  to  be  a  thriving  industrial 
base  poised  to  meet  DoD's  future  needs. 

DoD's  acquisition  process  must  become  more  flexible  and  agile  to 
respond  to  the  rapidly  changing  international  climate  of  the  1990s. 

Because  of  its  complexity,  a  major  overhaul  of  the  acquisition  system 
cannot  happen  overnight.  But  it  must  begin.  It  Is  not  difficult  to  see  why 
change  Is  imperative.  Stories  illustrating  the  need  for  charge  abound.  For 
example: 

•  A  solicitation  from  DoD  for  ant  bait  29  pages  and  took  227 
days  to  buy.  if  existing  simplified  procedures  for  small  contracts  had 
been  used,  the  ant  bait  would  have  been  delivered  in  27  days. 

•  A  military  hospital  wanted  to  buy  aspirin.  The  low  bid  was  $3.98. 
But  DoD  end^  up  buying  from  the  next  lowest  bidder  who  was  paid 
$4.40  per  unit.  The  winning  bidder  was  willing  to  follow  DoD 
requirements  to  submit  a  small  business  plan.  The  low  bidder  was  not, 
fearing  that  DoD  might  force  it  to  drop  some  of  Its  subcontractors 
because  they  were  not  sufficiently  disadvantaged  or  small.  The  cost  to 
DoD  was  $107,000  more  over  the  life  of  the  contract. 

•  A  large  company  was  planning  to  introduce  a  radio  with  special 
encryption  features  sought  by  DoD  and  law  enforcement  agencies.  The 
item  had  not  yet  been  sold  in  substantia!  qualities  to  the  public.  DoD 
was  hesitant  to  buy  without  obtaining  information  from  the  company 
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about  how  it  had  set  its  price.  The  company  did  not  have  to  supply  this 
to  its  commercial  customers.  DoD's  reluctance  meant  it  was  stuck  with 
buying  old  technology  while  commercial  customers  were  free  to  buy  the 
new. 


•  The  Defense  Personnel  Support  Center  buys  uniforms  for  the 
military  and  wanted  to  contract  for  a  redesign  of  military  trousers  to 
make  them  the  same  as  an  already  available  commerdal  product.  This 
would  enable  the  manufacturer  to  pass  on  cost  savings  to  DoD.  But 
DoD  demanded  information  about  how  the  company  set  its  price  and 
also  wanted  to  audit  the  information.  These  requests  for  information 
turned  the  company  off,  and  DoD  was  unable  to  buy  the  off-the-shelf, 
cheaper  product. 

•  Rockwell  International  made  identical  semiconductors  for  DoD  and 
commercial  customers.  Rockwell  moved  its  military  operations  into  the 
same  factory  where  the  commercial  work  was  done.  But  because  of 
DoD  contractir^  and  paperwork  requirements,  Rockwell  was  unable  to 
pass  onto  DoD  savings  that  resulted  from  high  volume  production. 
Eventually  Rockwell  stopped  selling  semiconductors  to  DoD. 


The  Solution 

The  post  Cold  War  era  and  the  defense  downsizing  of  the  1 990s 
mean  that  the  DoD  acquisition  system  must  undergo  a  fundamental  top-to- 
bottom  transformation.  It  Is  not  enough  to  finetune  the  existing  system. 
Instead,  It  fundamentally  must  be  redesigned  to  enable  the  Department  of 
Defense  to  respond  to  the  diverse  demands  of  the  decade.  Such  changes 
will  take  time  and  must  be  based  on  a  thorough,  tcp-to-bottom  review  of 
existing  practices. 

DoD's  new  approach  has  two  guiding  principles: 

1  )Use  the  best  commercial  practices  wherever  possible 

2)Use  unique  DoD  specifications  only  when  necessary. 

The  administration  Is  taking  the  first  steps  towards  acquisition  reform 
by  outlining  a  preliminary  set  of  proposals  that  will  begin  to  simplify  and 
streamline  the  process. 


3 


t 


t 


•  Action:  Raise  the  threshold  for  smali  contracts  for  the  purchase  of 
readily  available  items  to  $100,000.  This  will  cut  paperwork,  reduce 
delay,  account  for  inflation  and  offer  an  incentive  for  smali  companies  to 
do  business  with  the  Department  of  Defense. 

•  Explanation:  Currently,  the  solicitation  for  any  contract  greater  than 
$25,000  requires  that  bidders  fill  out  a  set  of  forms  unique  to  DoD  that 
require  information  about  the  source  of  materials  and  the  means  of 
transportation,  among  other  data.  DoD  must  publish  an  announcentent 
of  the  proposed  contract;  watt  15  days  before  it  can  solicit  bids,  and 
then  wait  an  additional  30  days  before  It  can  make  an  award.  Ail  of 
these  requirements  slow  down  the  process  and  cause  delay  in  obtaining 
many  readily  available  items.  The  lead  time  for  awards  less  than 
$25,000  is  26  days.  The  lead  time  for  awards  above  $25,000  is  90  days 
for  simple  sealed  competitive  bids  and  210  days  for  negotiated 
competitive  bids. 

«Action:  Establish  pilot  programs  using  simple  commercial  contracting 
methods.  Eliminate  unique  DoD  specifications  for  readily  available 
Hems.  End  separate  requirements  for  each  military  service  whenever 
possible. 

•  Explanation:  Using  unique  DoD  specifications  for  everything  from 
white  gloves  for  dress  uniforms  ic  helicopter  engines  slows  down 
purchases  and  denies  DoD  access  to  already  available  high  technology 
systems.  As  a  result,  DoD  often  pays  more  for  commercially  available 
items  or  gets  the  early,  less  sc^histicated  versions  of  rapidly  developing 
technologies.  The  present  system  deters  industry  from  achieving 
efficiencies  that  could  save  DoD  money,  particularly  if  a  company  can 
sell  In  bulk  to  more  than  one  DoD  customer. 

•  Action:  Establish  an  electronic  bid  system. 

t  Explanation:  Contracts  are  solicited  through  a  cumbersome  system 
retying  on  a  stow  process  of  paper  notification.  This  wastes  time  and 
money.  Many  industries  already  are  relying  on  electronic 
communication.  To  compete  for  DoD  contracts,  they  have  to  retool  their 
bidding  systems.  This  deters  many  Industries  from  competing,  limits  the 
pool  of  potential  contractors  and  denies  DoD  access  to  products  of 
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advanced,  high-tech  companies  who  doni  want  to  bother  to  compete  for 
a  1990s  item  with  1950s  procedures. 


The  Department  of  Defense  cannot  act  alone  to  accomplish  the 
goals  of  acquisition  reform.  Revamping  the  acquisition  system  to  make  it 
more  efficient  and  give  the  taxpayer  the  greatest  return  will  take  a 
bipartisan  effort  in  Congress  and  broad  cooperation  from  industry. 

### 
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1.  Socio-economi£  and  Small  Business 
and  SimpliHed  Acquisition  Thresholds 

A.  Description  of  Current  Program 

A  saUcitation  for  commercial  ant  bait,  using  large  purchase  procedures,  was  29  pages.  The 
estimated  price  of  the  purchase  was  above  the  amplified  purchase  procedure  of  $25,000.  It 
took  221-days  to  make  this  buy.  The  actual  award  price,  however,  was  $16,500.  If  small 
purchase  procedures  had  been  used,  almost  200-d^s  would  have  been  saved. 

A  military  hospital's  supply  officer  requested  a  rC’Stqqyfy  of  aspirin  for  his  pharmacy. 

Several  offers  were  received  Supplier  A 's  (a  well-known  luand  name  producer)  unit  price 
was  $3.9S,  the  low  offer.  DoD  cdked  for  the  required  small  business  subtutnlractif^ plan. 
Supplier  A  refused  to  prepare  it  even  though  it  had  numy  small  business  subcontractors 
because  it  did  not  want  to  disturb  established  long-term  relationships  with  its  many  suppliers 
and  would  never  be  asked  for  this  in  a  commercial  transaction.  Supplier  A  withdrew  its 
offer;  the  contract  was  awarded  to  the  next  low  offeror  ($4.40  unit  price),  costing  DoD 
(qproximately  10.3  percent  more-<oi  additional  $107,000  over  the  If e  of  the  cmtracL 

B.  BetterWay: 

Promote  a  balance  between  an  eflicient  acquisition  process  and  national  social  policy  by 
increasinf  the  statutoiy  threshold  for  SmaU  Purchases  (Simplified  Acquisition 
Threshold)  from  $25,000  to  $100,000.  Remove  the  burden  of  most  government  unique 
dauset  firom  purchases  below  the  threshold.  Small  and  Small  and  Disadvantaged 
Buiincises  wUl  ice  increased  opportunities  to  do  business  with  DoD  because  they  will  be 
aide  to  icB  to  the  govemment  under  the  same  rules  they  tell  to  their  commercial 
Cttstomen  and  because  all  contracts  under  $100,000  will  be  reserved  for  tmaU  business. 
I^cctrottk  Commerce  will  ease  access  to  the  Defense  market  and  at  the  same  time 
ensure  eabaaced  Botificatioo  of  procurement  opportunities. 

C  Backgrotind/Experienee: 

(jovemmou  agendes  are  allowed  to  use  sunplified  procedures  if  the  contract  would  amount 
to  less  than  $25,000.  Purchases  under  the  tlueshold  are  not  subject  to  many  of  the  laws  and 
r^uUdions  that  apply  to  larger  purchases.  These  soliduttons  are  fv  less  com^dex  ~  1 2  pages 
on  average.  Large  purchase  solidtations,  partly  because  they  must  include  a  l^e  number  of 
required  clauses,  are  29  pages  on  average. 

The  taws  flat  impose  various  sodo<cononuc  requirements  upon  the  acqulsitton  process  lack 
a  uniform  thresh^  (some  apply  at  S2,S00,  others  apply  at  $10,OOOX  imd  have  tuA  been 
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updated  to  reflect  inflation  or  other  trends.  Because  socio-economic  laws  are  scattered 
throughout  various  statutes,  including  authorization  and  appropriation  bills,  many  companies 
are  afiaid  they  are  not  aware  of  all  the  requirements.  This  discourages  them  from  competing 
for  DoD  contracts  and  subcontracts.  As  the  DoD  Acquisition  Law  Advisory  Pane), 

Gonuiioaiy  known  as  the  Section  800  Panel  rqwrted: 

It  seems  unlikely  that  any  company  not  already  engaged  in  the  business  of  selling 
to  the  government  would  actually  be  willing  to  spend  the  mon^  necessary  to 
nuke  the  fimdamental  changes  in  the  way  that  it  conducts  its  business  in  return 
foraiBleof$100,000orless.  This  may  be  particularly  true  of  small  businesses, 
wluch  are  the  preferred  r^pients  of  contracts  of  this  size. 

From  the  government's  standpoint,  overvd^lnung  administrative  efforts  and  an  inordinate 
amount  of  time  are  required  to  solicit,  award,  and  administer  contracts  between  $25,000  and 
$100,000.  For  example,  if  a  contract  will  exc^  $25,000,  DoD  goierally  must  pubUsh  in  the 
Commerce  Business  Daily  an  announcement  of  the  intent  to  award  a  contract,  wait  1 5  days 
before  it  can  issue  a  solicitation,  and  thim  wait  30  more  days  before  malting  an  avrard.  As  a 
result,  the  average  lead-time  for  awards  below  $25,000  is  26<^ys.  Above  $25,000  the 
average  lead  time  is  904ays  for  timple  sealed  bids  vid  210^1ays  for  competitivdy  n^otiated 
contracts. 

The  DoD  budget  roc]uires  a  reassessment  pf  the  role  and  idiility  of  the  acquisition  workforce 
to  monitor  compliance  of  a  panoply  of  social  policy  intertwined  wHh  DoD  contract 
requirements.  An  exemption  from  the  socio-economic  requirements  for  commercial  items  and 
those  within  the  simplifred  acquisition  threshold  would  use  tax  dollars  more  efflcientty. 


D.  Ftaa  for  the  Future  —  DoD  Will: 

•  Propose  Coagms  enact  a  $100, (HK)  Simplified  Acquisition  Tbrohntd  under  which 
purchiM  would  he  exempt  from  most  government  unique  statutory  requirements, 

(e.gM  eh(»M  that  specify  the  source  of  materials,  specify  the  means  of  transportation, 
require  the  submisiion  of  reports  by  the  conti  actor,  or  impose  unique  sodo-economte 
provhioits  on  amtractors,  except  those  noted  below). 

Under  the  DoD  proposal,  procurements  under  the  $100,000  tlmpUTfed  acquisition 
threshold  would  be:  reserved  for  small  business,  while  allowing  awards  to  Small  and 
Dtsadvintaged  Business  under  both  the  Small  Business  Administratloa's  ft(a) 
program  aad  what  is  best  known  as  DoD's  section  1207  program;  reported  under 
the  Office  of  Federal  Ihrocnrement  Policy  Act  for  a  period  of  five  years  if  over 
<05,000;  aud  tubject  to  new  notice  requirements  depoident  on  how  well  DoD 
impkaseots  electrook  means  of  providing  notice  and  opportunities  to  bid. 

=  DvD  is  saovisrg  aggressively  to  tshaace  the  use  of  Heclroalc  ByBetin  Bamntt  (EBB) 
and  Electronic  Commerce  and  Electronic  Data  Interchange  (EC/EDi),  through  a  qutek- 
itactioa  Proms  Action  Team. 
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Existing  pilot  dectronic  purchasing  systems  (e.g.,  GATEC  at  Wrigk:-Patterson  Air 
Force  Imim  and  EASE  at  NSC  Jacksonville)  have  demonstrated  the  potential  to 
reduce  lead-time  from  29  to  11-days;  achieve  price  savings  of  approximately  12 
percent  on  price  volatile  commodities  such  as  food;  increase  the  number  of  bidders 
competing;  and  increase  the  percentage  of  awards  going  to  smaU  business  fmns 
from  50  percent  to  95  percent 

£.  Action  Plan: 

A  legislative  proposal  has  been  transmitted  to  the  Office  of  Management  and  Budget  (0MB) 
and  will  be  factored  into  the  administration's  position  on  acquisition  reform  legislative 
provisions. 

F.  Performance  Metrics: 

DoD  believes  that  it  could  realize  significant  saving  as  a  result  of  increasing  the  small  purchase 
threshold  to  a  $100,000  simplified  acquisition  thredtold  and  by  removing  the  applicability  of 
various  imp^liments  tliat  are  unique  to  the  government  contracting  process. 

A  $100,000  thmhold  for  DoB  will: 

•  Remove  about  40,000  contracts  (approximately  20%  of  all  contrail  actions  in  excess 
of  $25,000)  with  a  value  of  about  $2  bilfion  from  the  burdens  and  cost  of  complex 
purchasing  procedures  while  at  Ute  same  time  increasing  participatton  and  awards  to  small 
business; 

•  Pesmit  99  paoent  of  DoD's  conunct  tdions  (12. 1  n^on  in  FY92,  or  one  million 

actions  per  month  -  46,000  at^ions  each  working  day)  to  be  accomplished  using 
sirrqjiifi^  procurement  proc^ures,  including  use  of  automated  processes  and  aedit  cards, 
which  would  reduce  the  nundxx'  cu  acquisition  personnd  to  perform  these 

fimetions; 

•  Reduce  acquisition  lead-time;  and 

•  Provide  contractors,  particularly  small  businesses,  enhanced  incenttves  to  do  business 
with  the  Department  by  removing  the  burdens  of  unique  taws  only  associated  witli 
conlridors  vdio  seU  to  the  federal  governrorat  and  their  subcontractvjfs. 


2.  Commercial  Items 


A.  Description  of  Current  Program 

A  large  telecommunications  company  developed  a  narrow  hand  voice  radio  featuring full- 
Junction  digital  technology,  improved  voice  quality,  and  enhanced  encryption  capabilities  — 
features  highly  sou^  efter  by  DoD  and  law  enforcement  agencies.  Although  it  was 
designed  for  sale  as  a  commercial  product,  it  had  not  yet  been  sold  to  anyone.  Because  of 
complicated  laws  and  regulations  governing  the  mn-competitive  acquisitim  of  new 
commercial  products  and  technologies  that  haven '/  yet  been  sold  in  substantial  quantities  to 
the  public,  federal  government  buyers  were  reluctant  to  purchase  the  product  without 
requiring  cost  and  pricing  data.  The  company  would  not  sell  the  item  to  the  government  if  it 
had  to  generate  and  provide  cost  and  pricing  data  to  support  the  price  it  is  du^ng,  which 
Udidnotdoto  establish  the  commercial  price.  Ihus,  the  government  continued  to  buy  a  less 
advanced  “old  techioloQf"  system,  while  commercial  customers  bought  "skUe-of-ihe-arL  " 

The  Defense  Personnel  Support  Center  (DPSC)  wanted  to  contrmt  with  a  large  citUhing 
manufacturer  to  redesign  military  trousers  so  that  the  company  they  purchased from  could 
produce  both  defense  and  con^mercial  products  on  an  integrated  line.  Both  the  Government 
and  the  company  ccmld  then  share  in  the  resulting  cost  savings.  DPSC  also  wanted  to  learn 
from  the  company,  an  industry  leader  in  electronic  quick  respemse  systems,  haw  it  could  take 
advantage  of  such  a  system  to  deliver  trousers  to  new  recruits.  Present  law  required  DoD  to 
obtain  and  audit  data  from  the  company  eiqpkuiung  how  it  set  its  price.  The  company  would 
not  provide  the  data  and,  as  a  resuil,  DPSC’s  attempts  to  learn  from  this  experietKed, 
suoces^  company  were  thwarted 

a  A  Better  Way: 

Maintain  DoD's  technological  superiority  by  ensuring  it  has  access  to 
state-of-4he'«rt  commercial  technology'  and  integrate  the  defense  and 
commercial  industrial  base  by  allowing  DoD  to  acquire  commercial 
products  using  standard  co^nmercial  practices.  Large  segments  of  the 
UJS.  Industrial  Base  will  view  DoD  as  a  new  market  uever  before  open 
to  them  on  their  business  terms.  Many  firms  will  see  enhanced  sales 
opportunities  to  DoD. 

C  Backgrennd/Eipcrteacc: 

As  a  purchase  of  imlitaiy  hardware  and  weapons  systems,  products  for  which  there  b  no 
oomiTverdd  counterpart,  DoD  always  has  had  unique  contracting  requirements.  To  ensure 
accountability  for  taxpayer  dollars,  a  complex  system  of  audit  and  ovmight  was  considered 
itecessaiy.  With  soldiers'  lives  and  military  s^xirity  it  stake,  government  tn^jectors  were 
tnstahcd  in  manufacturing  plants  to  make  sure  sUingeta  quuity  fcquifctiicf^  were  tu^. 


In  addition,  as  Congress  passed  laws  to  promote  various  worthy  social  goals,  Government 
contracts  became  more  complex.  Contract  clauses  required  contractors  to  set  up  drug-free 
workplace  programs,  and  to  purchase  certain  iteins  only  from  U.  S.  sources,  among  other 
t^gs. 

The  administrative  cost  to  comply  vnth  these  requirements,  the  resulting  reduction  in  profit, 
and  the  sheer  sense  of  regulatory  giidlodc  have  now  advanced  to  the  point  that  some 
commercial  firms  have  simply  decided  the  cost  of  domg  busmess  with  the  government  is  too 
great.  Although  their  petition  is  understandable,  the  potential  loss  to  DoD  of  critical 
commerciti  technologies,  combined  with  reductions  in  defense  spending,  could  severely 
con^romise  our  national  defense  technology  and  industrial  base. 

Many  defense  contractors  who  also  sold  to  the  commercial  market  have  set  up  separate 
dhntions  to  deal  with  these  unique  Government  requirements  whidi  they  did  not  want  to 
impose  on  thdr  commercial  products.  Firms  have  cited  tix  primary  areas  in  which 
government  procurement  policies  and  requirements  impose  tignificant  burdens  and  require 
them  to  fundamentally  alter  the  way  they  normally  do  business: 

•  Government  cost  prindples  and  accounting  standards; 

•  Extensive  audit  and  oversight  requirements; 

•  Requirements  to  meet  unnecessarily  detailed  specifications  and  standards  and  the 
resultant  testing  and  im^ection  done  to  ensure  conformance  with  those  requirements; 

•  Government  technical  data  rights  polities  which  may  require  companies  to  give  up 
rights  to  proprietary  data  which  are  closely  guarded  in  the  competitive  marketplace; 

•  Contract  clauses  intnided  to  promote  certain  social  goals  (e.  f^.,  n^uirements  to 
transport  materials  only  in  U.S.  flag  vessels)  which  interfere  with  the  contractors  normal 
butii^  practices;  and 

•  Commertiaily  unacceptable  requirements  levied  on  subcontractors. 

Uiuque  oversight,  aiiditing,  and  pricing  requirements  do  not  need  to  be  applied  to  commercial 
products  because  the  marketpla^  regulates  the  buyer/selier  relationship.  Uiuque  sotio- 
ecoisomic  laws  appfied  only  to  government  contractors  discourage  cooimertial  companies 
who  could  otherwise  meet  the  government's  needs. 

p.  flan  far  the  Future*  DoD: 

Has  proposed  e  new  lubchapter  of  Title  10,  specifically  tailored  to  commercial  item 
acquisitiona,  to  create  a  new  rule  structure  provide  for  exemptions  from  statutes 
that  create  barriers  to  the  use  of  commercial  items.  This  new  chapter  will: 


•  Isdude  itronger  policy  language  in  favor  of  the  use  of  commercial  and 
nondevdopmental  items  in  10  U.S.C  Sec.  2^01. 

•  Create  a  new  deHnition  of  commercial  items  and  non  de\'elopmec>:all  items  in 
lOU.S.CSec.2302. 

•  Exempt  the  acquisition  of  commercial  items  from  the  Tnitl^  in  Negotiations  Act, 
10  UJ5.C  Sec.  2306a,  by  utilizing  fair  and  reasonable  pricing  standards. 

•  Create  new  exemptions  to  technical  data  requirements  for  commercial  items. 

•  Exempt  commercial  iter^s  from  '^Buy  American**  restrictions  and  certain  other 
socio-economic  requirements. 

E.  Action  Plan: 

•  A  i^slstive  proposal  has  been  trammitted  to  OME  and  will  be  &ctored  into  the 
administration's  position  on  acquisition  mfoim  i^sli  live  provisions. 

•  A  Process  Action  Te ;  i  has  been  foniied  to  develop  an  implementation  plan  for  the  move 
from  govemment-uniqu ;  '  ru.;  ct  or  process  sp^^ufications  or  standards  to  conunercial 
specification  or  standards. 

•  By  December  1993,  DoDvnil  have  determine  the  most  serious  impediments  to 
commercial  items  acquifition  which  do  not  require  statutory  change  and  will  form  a  Process 
Action  Team  to  develop  regulatory  changes. 

•  By  Decamber  1993,  a  Process  Action  Team  will  be  formed  to  evaluate  actions  necessary 
to  ensure  fiiU  utilization  of  commercial  buyuig  practices  authorized  under  DFARS  211. 

F.  Performance  Metrics: 

As  the  administrative  burden  on  contractors  is  reduced,  we  expect  substantial  reductions  in 
costs  to  the  government.  There  also  will  be  a  commensurate  reduction  in  the  number  of  DoD 
personnel  required  to  enforce  le^ened  oversight  requirements  for  corrimermal  item 
acquisition.  This  will  translate  into  significant  avir^  as  well.  DoD  ^  expects  increased 
access  to  the  latest  advanced  commercial  technologtes. 


3.  Defenie  Acquisition  Pilot  Program 

A.  Description  of  Current  Program 

For  years  Rockwell  had  been  manufacturing  emd  selling  semiconductor  devices  to  both  the 
defense  and  commercial  markets.  To  produce  economies  of  scale  and  take  advantage  of 
e^ciemies  amilable  through  a  combined  operation,  Rockett  moved  its  military 
semiconductor  (^rations  into  its  commercial  facilities.  Because  onfy  a  very  small 
percentage  (less  than  5%)  of  the  business  defense,  it  was  not  cost  effective  to  redo  the 

accounting  systems  to  comply  with  accounting,  purchasing,  and  other  gaverrment 
proctorement  regulations.  Because  it  did  not  want  to  comply  with  government  cost 
accounting  and  other  rules,  Rockwell  was  unable  to  sell  semiconductors  made  on  the 
commercial  line  (even  though  the  economy  of  producing  in  high  volume  would  have  been  a 
cost  advantage  to  the  government)  to  its  defense  a^tomsrs.  Attempts  to  remh  s  this  d>\emma 
With  government  representatives  were  not  succes^L  Rockwell  continued  to  support  its 
existing  defense  customers  by  giving  them  the  semi-conductors  free,  until  they  could  obtain 
alternate  sources  Rockwell  ended  up  giving  awqy  about  $J  million  worth  of  commercial 
work  over  three  to  four  years  until  the  programs  were  completed  Since  then,  that  Rockwell 
divisim  has  not  sold  to  the  govemmenL 

B.  A  Better  )Way: 

The  critical  ingredient  of  adaptation  to  commercial  practice  is  conversion  fhiro  a 
regulation  based  system  to  a  market  based  system.  Tbe  purpose  of  the  pilot  programs  is 
to  take  eviy  advantage  of  conversion  to  a  market  based  system  by  removing  barriers  to 
the  use  of  commerciai  practices  and  products.  Successful  Pilot  Programs  will  enhance 
use  of  commercial  products  and  relives  ou  a  national  industrial  base.  This  will 
preserve  tbe  U.S.  ^dustrial  base  and  stabilize  domestic  employment  opportunities. 

C  Background/Etperience: 

Seaioii  809  of  the  fiscal  year  1991  Defense  ^jthoiization  Act  created  a  *Oefimse  Acquisition 
Pilot  Prognun'*  to  test  whetltei'  or  not  efficiencies  could  be  achieved  fi^om  u»iig  standard, 
commercial  industrial  practices  to  procure  defense  goods  and  services.  Section  800  of  tlie 
same  Act,  created  the  DoD  Advisory  Panel  on  streamlining  and  codifyii^  acquisition  laws.  Its 
final  report  is  now  the  baseline  for  the  «:quiation  of  ccuiunercial  items. 


In  1991,  the  Center  for  Strategic  and  International  Studies  (CSIS)  released  a  report  oitiUed, 
*lmegiiting  Ccmunerdal  and  Milita^  Technologies  for  National  Strength."  In  that  report, 
CSIS  c(»icluded  that  "many  companies  have  dual  systems  of  administrttkm,  management, 
research  and  development  (R&D),  or  production  in  ordo-  to  comply  with  the  unique 
requirements  of  federal  contracting  while  also  pursuing  their  commcrcitil  gods."  The  study 
fiuther  found  that  "the  burdens  utd  risks  of  federal  contracting  increase  the  cost  of  the  go^s 
and  services  the  government  buys  (without  increasing  the  value),  unnecessarily  linut 


competition  to  companies  that  have  instituted  the  appropriate  compliance  systems,  and  restrict 
fede^  access  to  world-class  commercial  production  and  nmnagement  systems." 

Because  the  originai  report  was  based  on  case  study  evidence,  CSIS  conducted  a  follow-on 
study,  surveying  more  than  200  firms.  The  prindpal  conclusion  of  the  survey  analysis,  stated 
in  cie  CSIS  report  entitled,  "Integrating  Civilian  and  Military  Technologies;  An  Industry 
Surv^,"  was  «hat  "most  companies  that  operate  in  both  the  commerdal  and  federal  markets 
aher  thdr  business  procedures  in  order  to  sell  to  the  federal  government  and  that  the  cost 
'i^remium  to  the  government  can  be  substantial." 

D6D  has  identified  seven  candidate  pilot  programs  analogous  to  commercial  item  acquisitions 
to  get  a  head  start  on  the  efficiencies  achieved  through  the  use  of  commercial  practices,  while 
awaiting  l^sladve  action  on  the  Section  800  Panel  recommendations.  The  seven  pilot 
programs  are;  Fire  Support  Combined  Arms  Tactical  Trainer  ^SCATT),  Joint  Direct  Attack 
Munition  (JDAM),  Joint  Primary  Training  Aircraft  System  (JPATS),  Commercial  Derivative 
Aircraft  (CDA),  Commercial  Derivative  En^ne  (CDE),  Global  Grid,  and  certain  medical, 
svbristence,  and  doth  ng  c  mmodities  of  the  Defense  Personnel  Support  Center  (DPSC). 

D.  Plan  for  the  i^ture  —  DaD  Will: 

•  iMvdIop  a  pMckage  of  itatutoiy  wr*ven  that  will  be  applied  to  the  pUot  programs. 

•  Dcidop  a  paciuige  of  regulatory  waivers  that  will  complement  the  statutory  waiver. 
They  will  remove  bAiriors  to  commmial  prartices  and  commercial  item  acquisition  that 
are  imposed  by  l>oD. 

•  Devdop  an  implementation  strategy  for  ^cn  pUot  program  that  will  govern  how 
that  program  will  operate  ard  be  ovmcen  in  th*  streamlined  commercial  environment 

£.  Action  Plan: 

The  pilot  programs  candidates  have  been  approved  by  0MB  and  submi.ted  to  Congress. 
Coi^ress  must  designate  the  progmns  as  pilot  programs  in  the  fiscal  year  1 authorization 
act  and  spediy  the  statutory  waiver  authority  permitteu  the  SECDFP  for  pilot  programs. 

F.  Performance  Metrics: 

The  pilot  progTiins  will  be  evaluated  agaifist  baselines  such  as;  competition  (both  increased 
num^s  of  firms  competing  and  the  number  of  commercial  firms  who  have  not  preriously 
competed  for  defense  contracts);  program  schedule  end  cost;  and  administrative  support  cost 
and  time. 


4.  Military  Specifications  and  Standards 

A.  Description  of  Current  Program 

The  FAA  certified  Allison  250-C30R  Am^  helicc^ter  engine  (used  in  lieu  of  a  milspec 
et^ne)  Offers fivm  the  commercial  version  only  in  its  electronic  fuel flaw  component  (ESC). 
The  engine  was  procured  as  an  off-the-shelf  item,  eliminating  five  to  eight  years  of  DoD 
development  time  and  cost.  Only  the  ESC  which  required  approodmately  30  months  to 
develop  and  certify,  was  develtqied  specifically  for  DoD.  Compared  to  a  military  developed 
and  qualified  en^ne,  which  the  Army  e^mates  would  have  cost  tpproximately  $200  million, 
seven  certified  off-the-shelf  commercial  engines  were  procured for  less  than  $2  million. 
Commercial  warranties  /anv  proven  to  be  as  good  as  —  if  not  letter  —  than  military 
equivalents.  In  addition,  the  Army  has  been  able  to  take  advantage  of  several  "commercial 
use"  changes  which  provided  extended  life  in  the  desert  environment  of  the  Gulf  War. 

B.  ABetterWay: 

Use  of  military-unique  specifications  and  standards  must  be  prohibited  unless  they  are 
the  only  practical  alternative  to  ensure  a  product  or  service  will  meet  the  user's  needs. 
DoD  must  describe  its  needs  in  terms  of  performance  required  and  in  a  manner  that 
permits  maximum  reliance  on  existing  commercial  items*  practices*  processes*  and 
capabilities.  Finns  currently  unwilling  or  unable  to  change  their  products  to  comply 
with  military-unique  specification  and  standards  will  sec  enhanced  business 
opportunitim  with  DoD. 

C  Background/Experience: 

The  Center  for  Strat^c  and  Internationa!  Studies  has  published  a  report  entitled,  "Road  Map 
for  Mil^^  Reform;  Integrating  Commercial  and  Military  Manu&cturing."  The  report  notes 
that  "in  the  milspec  area,  there  is  literally  nothing  new  under  the  sun."  The  report  goes  on  to 
say  that,  "the  problem  is  not  defining  what  needs  to  be  done,  but  identifying  the  best  way  to 
do  it  and  then  committing  the  resources  and  staying  the  course  in  the  of  bureaucratic  or 

political  resltiance." 

Since  1986,  there  have  been  at  least  seven  major  initiativos  to  decrease  reliance  on  military- 
unique  ^lecificatioas  and  standards.  These  seven  initiatives  are; 

•  400  Federal  Supply  Class  Initiative,  to  re^ct  the  revision  or  introduction  of  new  nulitary 
qrecifications  and  staiulards  in  those  commercial-like  product  supply  classes. 

•  Quafified  Manufimturers  List  Initiative,  to  qualify  a  manufimturer's  process  rather  than 
individual  products. 

•  Defense  Management  Review  Workmg  Group  9  Initiative,  to  perform  a  zero-based  review 
of  military  specifications  and  standards,  caneding  those  documents  that  wciie  no  longer 


seeded,  rq)ladng  those  documents  that  could  be  replaced  with  commercial  ^lecifications  and 
standards,  and  retaining  and  updating  documents  for  military<unique  products  and  processes. 

•  Commerdal  Acquiution  Demonstration  Program  Initiative,  to  define  commercial  item 
acqui^on  and  identify  impediments  or  restrictions. 

•  Sinq>lified  Non-government  Standard  Adoption  Initiative,  to  sgnificantly  increase  the 
number  of  adopted  non-government  standards. 

•  Commerdal  Military  Document  Tiger  Team  Initiative,  to  ensure  that  action  was  being 
taken  to  adopt  commerdal  specifications  or  convert  military  ^)ecifications  to  commercial 
documents  in  a  limited  number  of  highly  commerdal  federal  supply  dasses. 

•  Spedal  Non-government  Standard  Conversion  Initiative,  by  estabUshing  or  using  existing 
private  sector  standards  committees,  to  convert  military  and  federal  specifications  and 
standards  in  specific  product  areas  to  non-government  standards. 

Although  progress  toward  decreadng  reliance  on  military  specifications  and  standards  has 
been  made,  H  is  not  moving  quickly  enough.  DoD  has  increased  the  number  of  adopted  non¬ 
government  standards  ifrom  3,279  to  5,617  (a  SI  percent  increase)  and  the  number  of 
commerdal  item  descriptions  from  1,973  to  4,857  (a  146  percent  increase)  over  the  last  seven 
years. 

D.  Ban  for  the  Future  -  DoD  Will: 

•  Perform  comprehensive  market  research  to  identify  potential  commercial 
alternatives,  and  conduct  aggressive  cost-performance  trade-offs  to  ensure  that  system 
requirements  do  not  predude  commercial  products  or  processes. 

•  State  requirements  in  terms  of  performance  or  form,  fit,  and  function  and  eliminate 
'*how  to”  requirements  for  management  and  manufacturing  processes  and  permit  "best 
commercial  practices." 

•  Rapidly  eliminate  unnecessary  and  obsolete  specifications  and  standards. 

•  Use  commerc^a^type  specifications  and  standards  and  non-govemmental  standards 
to  the  greatest  extent  practicable. 

•  Expedite  conversion  of  military  specifications  and  standards  for  commercial  items  to 
commercial  item  descriptions  (ClDs)  and  non-govemmental  standards;  work  with  non¬ 
governmental  standards  bodies  to  develop  commercial  equivalencies  where  suitable 
non-govemmental  standards  do  not  exist  today. 


•  Eacourtge  induftiy)  where  military  specifications  and  standards  are  used,  to 
propose  alternative  solutions  as  substitutes  for  the  referenced  military  specificatioDi 
and  standards  to  the  maximum  extent  practicable. 

•  Ensure  that  military  specifications  and  standards  documents  are  applied  correctly 
on  contracts* 

£.  Action  Han: 

The  Deputy  Under  Secretary  of  Defimse  (Acquisition  Rdbrm)  has  directed  that  a  cross- 
functioiu]  Process  Action  Team  be  formed  including  representatives  from  the  Office  of  the 
Secretary  of  Defense,  the  Kfrlitary  Departments,  and  the  Defense  Lo^sdcs  Agency  to: 

(1)  devdop  a  qjedfic  and  comprehensive  strategy  and  plan  of  action  to  ensure  maximum 
progress  within  the  shortest  period  of  time  toward  elimination  of  unnecessary  military  product 
and  process  standards  and  spedfications;  and,  (2)  to  ensure  that  DoD  describes  its  ne^s  in 
ways  that  permit  maximum  reliance  on  existing  commercial  hems,  practices,  processes,  and 
capabilities.  They  began  work  in  late  August  and  will  develop  their  draft  plan  for  the  friture 
by  the  end  of  November. 

F.  Performance  Metria: 

The  Defense  Sdence  Board  reports  that  savings  of  15  percoit  are  feadble  if  only  half  of  the 
major  weiq>ons  systems  were  dedgned  vdthout  military  specifications.  The  Process  Action 
Team  will  develop  appropriate  metrics,  considering  such  tools  as  the  number  of  commercial 
item  descriptions  and  nongovernment  standards  applied  on  contract. 


5.  Contract  Formation 


A.  Description  of  Current  Program 

Several  c<mtracts  were  awarded  for  urgently  needed  supplies  to  support  military  units  in 
Europe.  One  week  after  the  awards  were  made,  an  unsucces^l  offeror  lodged  a  protest  with 
GAO.  Under  existing  bid  protest  rules,  DoD  had  to  suspend  contract  performance  until  the 
hid proUst  was  resolved  Generally  this  takes  aminimum  of  45  dt^s.  After  two  informal 
discussions,  and  one  formal  debriefing,  ejgilaining  the  bid  selection  to  the  protestor,  the 
company  withdrew  its  protest.  The  needed  supplies  finally  were  delivered  to  the  European 
theater. 

B.  Better  Way: 

Current  procurement  regulations  make  it  difficult  if  not  impossible  to  do  business  with 
private  industry  on  terms  that  they  customarily  use.  The  system  needs  to  be 
streamlined*  mirroring  commercial  practices  when  appropriate,  so  that  companies  are 
encouraged,  not  discouraged,  from  doing  business  with  DoD.  For  example,  DoD  is 
considering  experimenting  with  purchasing  aircraft  that  are  derived  from  commercial 
aircraft  such  as  the  767  or  MD>11.  By  reforming  the  acquisition  system,  DoD  will  be 
able  to  tap  innovative  products  and  services  that  otherwise  would  be  unavailable,  and 
at  the  same  time  provide  increased  business  opportunities  to  many  firms  not  now 
interested  in  contracting  with  DoD. 

C.  Background/Experience: 

DoD  has  identified  a  number  of  burdensome  laws  and  regulations  which  clearly  inhibit  the 
buyer-seller  relationship  and  DoD's  ability  to  buy  the  products  it  needs.  These  laws  and 
regulations  were  passed  to  prevent  waste,  fi-aud  and  ^use,  and  to  promote  competition.  But 
there  have  been  many  changes  in  technology.  DoD  needs  to  rely  more  heavily  on  the 
commercial  marketplace. 

Mindful  of  tMs,  the  Section  800  Panel,  which  reviewed  80  DoD  contract  laws  relating  to  the 
contract  formation  process,  recommended  changing  the  laws  to  build  more  flexibility  and 
innovafion  into  the  acquisition  process.  DoD  contracting  laws  cover  publidzing  requirements, 
competing  or  justifying  the  absence  of  competition,  soliciting  offers,  evaluating  bids  and 
proposals,  and  pricing  and  awarding  contracts.  The  proposed  changes  would  allow  DoD  to 
continue  to  conduct  its  procurement  process  in  an  open,  &ir  and  ethical  manner  while  still 
meeting  mission  requirements  more  effectively. 

Examples  of  burdens  on  the  contracting  system; 

The  Truth  in  Negotiation  Act  (TINA)  allows  large  contracts  to  be  awarded  without  price 
competition  only  if  the  supplier  can  provide  a  detailed  breakdown  of  how  it  arrived  at  its 


price.  Because  of  the  expense,  and  because  commerdal  contractors  do  not  price  their 
products  on  the  basis  of  the  specific  costs  to  build  them,  commercial  contractors  do  not 
typically  maintain  cost  accounting  systems  that  can  provide  the  type  of  detailed  cost 
information  required  by  the  government.  The  Section  800  Panel  concluded  that  the 
requirement  to  provide  cost  or  pricing  data  should  be  stabilized  at  contracts  worth 
$S00,000,  rather  than  having  it  revert  back  to  $100,000,  as  present  law  provides.  It  also 
recommended  that  the  exemptions  to  TINA  be  broadened  to  &cilitate  the  acquisition  of 
commerdal  products. 

Current  law  requires  that  executive  agendes  publish  notice  of  their  intent  to  contract  IS 
days  before  releasing  their  requests  for  bids  and  proposals,  and  that  companies  be  ^ven  30 
days  to  respond  before  a  contract  is  awarded.  The  law  was  established  to  promote 
competition  and  enhance  opportunities  for  small  businesses.  However,  the  statutes  do  not 
recognize  that  many  in  the  private  sector  now  routinely  use  electromc  bulletin  boards  to 
find  out  about  business  opportunities,  which  convQr  information  more  quickly,  and  use 
total  electronic  data  interchange  systems  that  allow  them  to  provide  quotes  automatically. 

In  1986,  Congress  established  a  preference  for  off-the-shelf  technology  available  in  the 
commerdal  nuuketplace.  DoD  believes  that  this  preference  will  become  more  and  more 
important  as  its  budget  is  reduced.  When  Congress  established  this  preference,  it  did  not 
amend  many  basic  competition  statutes  to  ease  regulations  governing  these  purchases.  After  a 
review  of  these  statutes,  the  Section  8G0  Panel  recommended  that  laws  be  amended  to  lift 
these  barriers  to  the  competitive  acquisition  of  non-developmental  Hems. 

D.  Plans  for  the  Future -DoD  Will: 

•  Champion  the  effort  to  maintain  our  technological  superiority  by  fostering  the 
integration  of  the  defense  and  commercial  industrial  sectors  into  a  national  industrial 
and  technology  base  (composed  primarily  of  commercial  companies  who  can  meet  the 
needs  of  DoD). 

«  Propose  Congress  amend  Title  10  U.S.C.  to  incorporate  a  broad  defense 
procurement  policy  which  integrates  existing  congressional  policy  and  the  10  strategic 
DoD  procurement  objectives  identified  by  the  Section  800  Panel 

•  Propose  establishment  of  a  uniform  threshold  of  $500,000  for  application  of  the 
Truth  in  Negotiations  Act  (TINA)  statute  and  broaden  the  exemption  to  include 
commercial  products  and  leading  edge  commercial  technology. 

•  Propose  the  establishment  of  a  legislative  policy  requiring  timely  and  meaningful 
debriefings  to  unsuccessful  offerors  and  the  establishment  of  a  contract  protest  file 
which  would  be  accessible  to  all  offerors. 

•  Propose  that  Congress  consider  and  study  the  creation  of  a  single  independent 
forum  for  resolving  bid  protests  (to  streamline  the  process). 


•  Propose  that  Congress  amend  the  statute  to  delete  the  authority  and  rule  structure 
for  master  agreements  for  advisory  and  assistance  services  and  set  forth  a  new  more 
flexible  authority  for  task  order  and  other  similar  contracts. 

•  Propose  to  Congress  a  change  to  allow  the  head  of  an  agency  to  waive  the 
percentage  limitations  on  obligations  on  undeflnitized  contract  actions  (in  certain 
limited  cases). 

£.  Action  Plan: 

For  those  items  requiring  congressional  action,  DoD  has  transmitted  i^slative  proposals  to 
0MB  for  consideration  in  developing  the  administration's  position  on  acquisition  reform 
l^slation  bang  conadered  by  Congress.  DoD  has  already  begun  to  pursue  the  increased  use 
of  EC/EDI  with  the  aeation  of  a  Process  Action  Team  (discussed  further  in  section  on 
Simplified  Acquisition  Threshold).  Another  Process  Action  Team  has  been  established  for 
military  specifications  to  assist  us  in  implementing  a  clear  preference  for  commercial  and  non- 
developmental  hems. 

F.  Performance  Metrics: 

The  Department  anticipates  cost  savings  can  be  achieved  by  redesigning  its  acquisition 
processes.  Significant  savings  will  occur  in  overhead  for  both  DoD  and  the  private  sector. 
DoD  anticipates  more  favorable  prices  will  be  offered  as  competition  increases  and  contractor 
overhead  is  reduced.  The  application  of  electronic  solutions  will  lead  to  increased  efficiencies 
by  diminating  tasks  currently  performed  by  acquisition  personnel.  Material  managers  both 
within  DoD  and  private  industry  should  also  be  able  to  significantly  reduce  their  inventory 
holding  costs  as  we  move  toward  an  acquisition  system  which  provides  improved  customer 
support.  Improved  ddiriefings  to  unsuccessful  offerors  wiU  also  result  in  DoD  cost  avoidance 
for  protests  not  filed. 


6.  Contract  Admiaistration 


A.  Description  of  Current  Program 

The  executive  was  very  proud  of  her  new  job.  She  had  been  promoted from  the 
commercial  ^vision  of  the  company,  and  was  looking  forward  to  working  in  a 
division  whose  major  customer  was  the  Department  of  Defense.  She  was  being 
iniefedon  all  of  die  unique  rules  that  applied  to  DoD  contracts  —  cost  accounting 
standards,  audits,  invoicing,  vouchering,  which  costs  were  allowable  and  which 
weren  %  and  so  on  •  and  haw  all  those  qffected  h.  / job.  Much  of  what  she  was 
hearing,  particularly  about  some  of  the  costs  not  alhwed  under  government 
ccmtracts,  die  thou^  made  good  sense  for  tccqk^rs.  But  she  had  many  questions. 
Too  often  the  answer  was,  "I'm  not  sure.  I'll  have  to  check  with  counsel  or 
accxmnting. "  Finally,  the  new  executive  exclaimed,  'you  may  not  mean  to,  but  you're 
making  it  sound  like  if  anybodfy  wants  to  work  on  Government  contracts,  they  need  to 
hire  hundred  of  attorneys  and  CPA 's!" 

IVeU,  actually,  "one  of  the  managers  admitted,  after  some  hesitation,  "that  is  often 
the  case." 

B.  A  Belter  Way: 

The  laws  and  regulations  relating  to  the  contract  adminbfratioo  process  should 
be  dear*  concise*  easy  to  locate*  and  easy  for  non4awyen  to  understand.  They 
should  not  prevent  companies  from  telling  to  the  government  The  government's 
cost  of  administering  a  contract  should  not  be  so  high  it  doa  not  justify  the 
bcttcfUi  reeved. 

C  Backgrouad/Eiperience: 

An  April  1993  Center  for  Strategic  and  International  Studies  (CSIS)  report, 
Integraiir^  CMlian  <xnd  Military  Tedmologies:  An  Industry  Survey,  said  that  in  a 
survey  of 206  companies,  edmiiustrative  costs  of  selling  to  Government  were  firom 

throe  to  five  times  those  when  selling  commercially.  A  1 992  Defense  Systems 
Management  College  (DSMC)  survi^  had  reported  costs  associated  with  govmment 
salei  were  roughly  four  times  those  associated  with  those  to  commercial  customers. 

The  DSMC  data  fUrther  showed  that  for  every  employee  in  a  comparable  position  in  a 
commerrial  division  of  the  ctmipany,  the  govonment  division  employed:  8  people  in 
accounting;  6  in  purchating  and  subcontracting;  1 2  in  auditing;  aid  2  in  the  legal 
department.  In  both  reports,  the  Government's  unique  accounting  requirements  were 
identified  as  one  of  the  primary  causes  of  those  higher  expenses. 

The  government  needs  to  streamline  its  accounting  requirements  and  acqiusition  laws  - 
-  in  effect*  make  them  more  "commerdal-like"  and  easier  to  understand.  While  DoD 


dearly  recognizes  that  the  public  must  always  remain  fully  protected  against  possible 
abuses  and  waste,  excessive  administrative  costs  harm  companies'  competitiveness  and 
unnecessarily  inaease  costs  for  DoD  and  the  public. 

D.  HaiB  for  the  Future  —  DoD  Will: 

•  Propose  a  change  to  the  Truth  in  Negotiations  Act  to  exempt  commercial 
items  from  Cost  Accounting  Standards  (CAS).  Propose  to  the  CAS  Board  that  it 
make  advance  rule  change  a  final  rule.  The  imposition  of  CAS  on  commercial 
companies  signiflcantly  increases  their  costs«  and  forces  most  to  set  up  separate 
production  facilities  for  DoD  and  non-DoD  customers,  even  though  the  product 
is  largely,  or  even  purely,  commerdaL  Although  the  Cost  Accounting  Standards 
Board  recently  issued  an  advance  rule  change  that  increases  the  number  of 
commercial  item  acquuitions  that  are  exempt  from  CAS,  many  commercial  item 
purchases  wiQ  continue  to  be  covered  by  CAS  unless  Congreu  adopts  DoD's 
proposed  changes  to  the  Truth  in  Negotiations  Act  (TINA).  DoD  believes  that 
contractors  should  be  completely  free  to  fuUy  integrate  defense  and  commercial 
production  whenever  possible. 

•  Prtq>ose  the  consolidation  of  laws  relating  to  advance,  partial,  and  progress 
payments  into  one  comprehensive  statute.  As  the  Section  800  Pane)  found,  the 
many  laws  reUtlng  to  payment  are  among  the  most  duplicative,  dispersed,  and 
dilli^  to  understand  of  any  of  the  laws  affecting  contract  administration. 

•  Propose  the  amendment  of  ucefhl  and  valuabte  taws  and  authorities 
originally  passed  for  wartime  or  national  emergency  conditions  so  that  they  are 
applicable  to  nomai,  peacetime  conditions  as  wdL  For  exampie:  Public  8$>804, 
^^Extraordinary  Contractual  Relief,"  has  proved  uscfhJ  du.ing  peacetime,  yet  is 
•vaSabte  only  daring  a  national  emergency  declared  by  the  Congress  or  the 
Presideat  and  for  six  months  thereafter;  41  U.S.C  IS,  which  limits  assignments 
of  payments  under  contracts  except  in  time  of  war  or  national  emergency,  has 
proven  useful  parttculariy  to  small  businesses  b  obtabbg  private  (tnancbg. 

•  Propose  the  repeat  of  duplicative,  supeneded,  or  outdated  bws.  For 
example  the  Viason-TrammeU  Act,  a  limitatbn  upon  defense  contractors* 
proliti,  has  beea  beffective  for  most  of  its  life  b^usc  the  Congress,  starting  b 
the  1^'s,  came  to  realize  that  its  approach  of  Umitbg  profits  to  specific 
perecatsfes  of  contract  prices  actuaBy  curtails  bccatives  to  reduce  costs,  and  so 
actually  passed  several  successive  statutes  which  restricted  the  applicatioo  of  the 
Act 

•  Propose  the  rq>eal  of  taws  that  are  not  cost  effective.  The  Section  800  Panel 
found  that  some  taws,  such  as  10  U.S.C  2403,  which  requires  contractor 
guaraatecs  for  mq|or  weapon  systems,  badvertenUy  cause  DoD  managers  and 
contractors  to  take  actions  or  make  decisions  that  cost  more  than  the  benefits  are 


worth.  Even  though  luch  laws  often  contain  provisions  for  exemptions  where 
costs  of  compliance  outweigh  the  benefitSf  the  laws  nonethdess  establish  such 
strong  presumptions  for  a  particular  course  of  action  that  many  managers  are 
reluctant  to  chidlenge  the  laws'  presumptions. 

•  Establish  a  Process  Action  Team  (PAT)  to  develop  recommendations  for 
change  to  DoD's  internal  contract  administration  procedures.  DoD  already  has 
several  initiatives  underway  to  streamline  and  simplify  contract  administration. 
Two  very  successfhl  initiatives  are  the  Defense  Contract  Management 
Command's  Process4)riented  Contract  Administration  Services  (PROCAS),  and 
the  Contractor  Risk  Assessment  Guide  (CRAG)  program*  administered  by  the 
Defense  Contract  Audit  Agency.  The  success  of  these  programs  suggests  DoD 
can  go  stiU  further  in  rdieving  the  burden  of  contract  admioistration  for  both 
the  Government  and  contractors.  Our  PAT  will  look  at  all  contract 
administration  activities  and  devdop  a  strategy  and  implementation  plan  for 
improving  the  efllciency  of  DoD  contract  administration  procedures  while  still 
fully  protecting  the  public's  interests  against  abuse  and  waste.  Some  of  the 
issues  the  PAT  will  examine  are:  exempting  mostly  commercial  producers  from 
bcurred  cost  audits*  and  allowing  contractors'  interest  cosU  in  lieu  of 
Government-provided  flnancing. 

E.  Action  Plan 

For  those  items  requiring  congressiomd  action,  DoD  has  forwarded  a  legislative 
proposal  to  0MB  for  consideration  in  developing  the  adnunistiation's  position  on 
•cquisitioo  refbmi  li^slation  being  comider^  by  Congress.  DoD  will  make  a 
recommendation  to  tb$  Cost  Accounting  Standards  Board  to  make  its  recent  advance 
nde  changes  in  CAS  a  final  rule. 

F.  Ferfarmance  Metrics: 

With  implemeRUtion  of  the  meimres  above,  DoD  expects  that  the  idmmi^rative  costs 
cmnpanies  incur  in  doing  business  with  the  Department  will  deefine  ndnnantiaily  ami 
cocne  mudi  cloier  U)  those  costs  experienced  m  idling  to  the  ccmtnerciai  inarket. 


7.  Major  Systems  and  Testing  Statutes 


A.  Description  of  Current  Program 

A  government  procurement  expert  from  academia  testified  before  the  Senate  that  DoD 
program  managers  spend  more  time  answering  questions  from  all  the  people  around  the 
Departmentof  Defend  than  they  do  naming  their  program.  The  program  manager  of  an 
acbnittedtytrouhkd  Air  Force  program  estimated  that  70  percent  of  the  program  office's 
activity  was  amstsmed  in  reqtonding  to  external  oversight  demands  rather  than  managing 
theconiract 

One  Army  Program  Executive  Officer  indicated  that  Army  Program  Managers  spend 
between  300  and  600  manhours  of  effort  annually  preparing  Just  the  Selected  Acquisition 
Report  and  the  Unit  Cost  Report 

&me  wecqsons  ^ems  undergoing  testing  to  determine  whether  they  meet  operational 
performance  criteria  must  comply  with  testing  requirements  in  three  different  statutes,  and  at 
least  two  different  reports  must  M  submiiied  to  Congress. 

B.  AB^terWay: 

Weapons  syttems,  whiefa  consume  tbe  minority  of  the  DoD  aa)uisition  budget*  require 
hidq>«Bdettt  oversight  and  thorough  testing.  t>oD  needs  to  retain  the  broad  policy 
cantaiued  in  the  current  major  systems  and  testing  statutes,  which  are  escessively 
detailed,  duptkative,  and  inconsistent  with  the  realities  of  dedining  defense  budget  Tbe 
Depirimetit  seeds  to  strtamliue  them,  provide  additional  (kiibiUty,  and  reduu  non* 
vahte-added  ovenigbt 

C  Bachgrmmd/Esperience: 

The  DoD  AcquisUon  Law  Adrisory  Panel,  commonly  known  as  the  Section  800  Panel, 
reviewed  the  m^or  systems  and  testing  statutes  and  made  the  following  reeonimendations: 

Remove  the  excessro  daad  from  the  Selected  Acquisition  Report  (10  U.S.C.  §2432X 
incorporate  the  Unit  Cost  Report  r«}uiremem  (10  U.S.C.  §2433)  into  the  Selectal 
Acquisition  Report  statute,  a^  eliminate  the  25  percent  unit  cost  certification 
requiremenu. 

Streamlioe  the  requirement  for  indqiendent  cost  and  manpower  estimates  (10  U.S.C. 
§2434)  an-'  for  program  baselines  (10  U.S.C.  §2435)  by  diminaling  statutoty  detail  but 
retaining  ousting  policy. 

Repeal  tbe  Defense  Entoprise  Program  (10  U.S.C.  §2436)  and  the  Milestone 
Authorisation  Pro^am  (10  U.S.C.  §2437)  because  neither  program  has  been  successfully 
implefflcnted  by  DoD  or  supported  by  Congress. 


Rq)eal  the  statutory  requiremenja  foi*  competitive  protoryy’ug  ('  j  §2438)  and 
competitive  alternative  sources  (10  U.S.C.  §!'^39)  because  mandating  such  strate^es  is 
ina{^priate  in  today's  reduced  budget  envkuiiment  and  may  be  unafifordable. 

Consolidate  the  four  current  testing  statutes  (10  U.S.C.  §2362,  §2366,  §2399,  and 
§2400),  which  contain  different  definitions  and  excessive  reporting  requirements,  into  one 
streantiined  statute. 

D,  Pian  for  the  Future  —  DoD  WOi: 

•  l^npose  incorporating  asany  of  the  Section  SOO  recommendations. 

•  S^blish  a  Process  Action  Team  in  develop  an  implementation  plan  to  better 

integrate  the  proemses  for  resout^e  allocation  and  requirements  determination.  This 
whl  ensure  the  most  effective,  affordable,  technically  feasible  and  best  value  solution  to 
a  defkleaqr  In  current  military  c.  .^ability  or  emerging  need  is  developed  after 
eonsideratioa  of  realistic  cost  '  performance,  and  industrial  base 

cou£;iMlcratiotts. 

•  Establish  a  Process .  ction  Team  to  develop  a  plan  for  tailoring  acquisition 
strategies  and  iKdIcies  to  various  ^pes  of  procurements  (e.g.,  commercial  products, 
research  and  development,  mi^or  ^sterns  acquisitions  with  little  risk,  major  systems 
acquisition  with  significant  risk),  considering  such  factors  as  the  appropriate  amount  of 
d^ersight,  among  others. 

£.  Actios  Plan: 

The  DdD  comments  on  the  Section  800  Panel  report  hav^  been  finalized  and  a  legislative 
proposal  has  been  transnutted  to  0MB  and  will  be  factored  into  the  administration's  position 
on  acquiation  reform  legislative  provisions.  Process  Action  Teams  will  be  established  by  the 
end  of  December  1993  to  recommend  actions  to  better  integrate  resource  allocation, 
requirements  determination,  and  the  acquisition  system  and  to  tailor  acquisition  processes  and 
r^ulations. 

F.  Performance  Metrics: 

The  Nfilitar)'  Departments  have  estimated  that  reauction  in  oversight  and  reporting 
requirernents  codd  reduce  program  office  workload  and  lead  to  program  office  staffing 
reductions.  Reduction  of  workload  and  any  staff  reductions  will  be  tracked. 


8.  Defense  Trade  and  Cooperation 


A.  Decsrlpdon  of  Current  Frogram 

Negot^;ation5  on  the  U.S,  Navy's  AV'^  Harrier  11  Plus  cooperative  radar  integration 
program  with  Itafy  and  Spain  were  ^^ificanify  disrupted  by  an  unrelated  U.S.~Spain 
over  the  statutory  prohibition  against  purcha^g  foreign  anchor  mooring 
dutin.  This  jeopardized  the  entire  II  Plus  Program.  The  $165  million  Harrier 
II  Plus  Program  was  equally  shared  by  tim  three  countries  and  has  resulted  in 
additional  follow-on  production  and  support  of  appraximatefy  $1  billion — which 
translates  into  25,000  U.S.  Jobs. 

The  United  States  and  its  allies  cannot  continue  to  proceed  dam  parallel 
development  ami  production  paths  because  of  the  staggering  casts  of  developing  and 
fielding  new  .systems.  For  example,  it  would  have  been  far  less  expensive  for  the 
nations  which  are  participating  in  the  development  of  the  European  Fighter  Aircraft 
(EFA)  to  have  bought  an  improved  F-16  Agile  Falcon  or  F-18  Hornet.  The 
comparahle  costs  are  $20-30  million  per  copy  for  F-J6/F-J8  variant  versus  costs  of 
aq^umimatefy  $40-60  million  for  the  EFA. 

B.  A  Better  Way: 

To  promote  U.S.  defense  tKhnology  and  th^s  Industrial  base  in  times  of  declining 
defease  espenditures  by  exporting  defense  items  to  our  allies  and  broadening  the 
pattern  of  iutcmationsl  armaments  cooperation^ 

C  Background/Experience: 

The  integration  of  international  and  domestic  economic  security  is  emerging  as  a  key 
issue  to  be  considered  as  the  United  States  restructures  its  defense  esi:dblishment. 

DoD  needs  to  focus  on  the  economic  aspects  of  American  security,  because  defense 
acquirition  faces  the  tv.  in  challenges  of  reducing  procurement  expenditures  while 
piesenring  a  viable  industrial  and  technology  base.  A  robust  indu^rial  base  is  required 
to  promote  American  technological  competitiveness  and  ensure  needed  domestic 
"aurge*  capacity  in  a  wide  miety  of  crisis  mobilization  scenarios  -  not  unlike 
Operation  Des^  Shield. 

DoD  also  needs  to  reassess  its  international  agreements  in  tight  of  the  new  types  of 
threats  it  fiices.  Just  as  DoD  found  in  Operation  Desert  Storm  that  hs  inter-service 
agreemmUs  did  not  provide  the  needed  flexibility  to  accommodate  all  contingencies, 
the  same  holds  true  for  its  international  cross-servicing  agreements. 

Itons  acquired  by  DoD  must  often  be  the  same  as  -  or  function  witli  —  articles 
acquired  by  our  allies.  DoD  should  have  additional  statutory  authority,  for  example, 
to  encourage  the  purchase  of  NATO-standard  items,  which  nuiy  or  may  not  be 


tvulxble  from  U.S.  sources,  as  well  as  to  encourage  increased  allied  burden-sharing. 
Likewise  where  NATO-standard  items  are  or  could  be  available  from  U.S.  sources, 
DoD  should  encourage  their  export  and  thus  enhance  the  competitiveness  of  our 
nafronal  defense  technology  and  industrial  base. 

As  the  domestic  requirement  for  new  we^ons  ^ems  decreases,  there  may  be  an 
increased  opportumty  to  participate  in  defense  cooperation  projects  and  sell  U.S. 
products  and  services  abroad.  Selling  U.S.  defense  products  abroad  not  only  permits 
the  economic  production  of  such  products,  while  lowering  the  unit  cost  of  Herns  for 
U.S.  forces,  but  will  also  enhance  the  national  defense  technology  and  industrial  base. 
The  Uiuted  States  can  expect  dint  our  allies  win  be  looking  to  fordgn  exports  to  help 
their  own  industrial  base  problems,  defense  companies  could  use  assistance  in 
{Nxxnoting  their  exports,  assistance  that  DoD  is  not  in  a  position  to  pro>dde  without 
additional  statutory  authority. 

Further,  the  issue  of  domestic  source  restrictions,  such  as  the  Buy  American  Act  is  a 
contentious  one.  To  determine  whether  DoD  may  or  must  limit  competition  for  an 
hem  to  domestic  sources  only,  a  contracting  officer  must  review  the  following 
sources: 

The  Trade  Agreements  Act,  Title  19; 

The  Buy  American  Act,  Title  41; 

Military  assistance  and  foreign  military  sales,  THle  22; 

Various  annual  authorization  and  appropriations  acts; 

International  treaties;  and 

Memoranda  of  understanding  and  related  international  agreements. 

Although  there  are  certain  technolo^es  which  may  be  so  essential  to  national  security 
that  such  products  be  developed  and  acquired  only  from  United  States  sources,  '^uy- 
American"  statutes  often  are  not  tied  to  a  clear  an^ysis  that  production  of  the  items  in 
the  U.S.  is  essential  to  the  national  security.  Restricting  acquisitions  to  U.S.  sources 
often  curses  a  "tit-for-tat"  reaction  from  other  countries  that  precludes  U.S. 
companies  from  bidding.  Protectionism  has  not  pn>v«n  effective  in  mvntaining  the 
viability  of  U.S.  industry  absent  other  &ctors. 

The  Secretary  of  Defense  is  in  the  best  position  to  restrict  acquisitions  to  United  States 
sour^  and  control  the  foreign  ownership  of  key  defense  industry  sectors  to  ensure 
tins  country's  (XHitinumg  military  strength.  The  Secretuy  is  in  the  best  position  to 
determine  vdiether  there  is  a  level  pla^g  field  in  defense  trade  with  a  paiticular 
coumty,  and  to  enter  into  defense  acquisition  partnerships  to  share  research, 
devdopmont  •nd/or  production  costs  accordb%.  In  analyzing  the  i^slative 
changes  neec<:^  to  help  provide  that  level  playing  field  in  defense  trade  and 
cooperatioii,  the  Section  800  Acquisition  Law  Advisory  Panel  concluded  tliat: 


•  Dqjartment  of  Defense  international  defense  acqui^tion  policies  should  be 
conash^  on  a  redprocal  bads,  vnth  the  defense  acquisition  and  trade  polides  of 
United  States  allies; 

•  D^Mitment  of  Defense  international  defense  acquidtion  polides  on  international 
and  cooperative  agreements  should  be  condstent  with  the  maintenance  of  strong 
domestic  tedmology,  industrial,  and  mdiilization  bases; 

•  Dqiartment  of  Defense  international  defense  acquidtion  polides  should  be 
consistent  with  intematioiud  operational  agreements,  allied  logistics  support  and 
standardization,  and  export  sales  of  defense  items  to  fordgn  countries. 

In  order  to  better  take  advantage  of  cooperative  program  opportunities,  the  Seaetary 
of  Defense  should  have  the  flexibility  to  adapt  to  the  acquidtion  practices,  rules,  and 
procedures  fiar  international  partner^ps  which  treat  our  allies  as  partners 
(contributing  a  dgnificant  portion  of  a  cooperative  program  costs  while  recdving  a 
^nunensurate  share  of  the  program  work)  as  compared  to  customers  pursuant  to  the 
sales  procedures  and  rules  of  the  Arms  Export  Control  Act. 

D.  naa  for  the  Future  -  DoD  WiU: 

•  Seek  to  repeal  or  rescind  all  domestic  source  restrictions  which  are  not 
enacted  as  part  of  a  comprehensive  restatement  of  law  or  established  pursuant  to 
the  inherent  statutory  authority  of  the  Secretary  of  Defense  and  based  on 
industrial  base  considerations.  DoD  proposes  to  Congress  an  amendment  to  the 
Buy  American  Act  to  incorporate  a  substantial  transformation  ruleH>f>origin 
testy  making  it  consistent  with  the  Trade  Agreements  Act  and  other  trade 
ngrecmmitiy  and  seeks  to  eliminate  the  DoD  balance^f-payments  evaluation 
dilTcrentiaL 

•  Seek  to  consolidate  the  statutory  authorities  concerning  international 
cooperatiotty  acquisitiony  cross-servicing,  and  standardization,  into  a  dedicated 
■ew  chapter  b  Title  10,  while  recommending  specific  sbtutory  revisions  to 
cooperative  project  and  btemationai  agreement  authority. 

£.  Action  Plan: 

DoD  hu  transmitted  to  0MB  legislative  proposals  based  on  the  Section  800  Advisory 
Find  Report*!  Chapter  7,  ''Defense  Trade  and  Cooperation"  for  consideration  in 
developing  the  adniintstration's  porition  on  acquisition  reform  l^slation  bring 
considered  by  Congress.  The  "Pian  for  the  Future"  m  section  D  above  will  be  studied 
and  addressed,  with  appropriate  legislative  and  regubtoiy  r^nunendations,  through 
the  formation  of  an  International  Defense  Acquirition  Process  Action  Team  (PAT). 
The  PAT  mmri>erahip  will  be  comprised  of  experts  and  experienced  practitioners  m 


the  international  defense  acquiation  community  and  will  be  tasked  to  devise  a  strategy 
and  inq>}ementation  plan  for  achieving  the  DoD  vision. 

F.  Peifonnaiice  Metrics: 

One  nulhary  department  recently  calculated  that  during  the  period  19S7-1992, 
q)proxima^  $555  million  in  savings  was  realized  from  international  cooperative 
research  and  devdopment  programs.  While  these  savings  demonstrate  success  in 
pursuit  of  ^win-win"  international  cooperarive  research  and  development  programs,  its 
success  has  laigety  been  accomplished  in  spite  of  ~  rather  than  because  of  —  the 
present  k^slative  and  regulatory  system.  With  implementation  of  a  streamlined 
legislative  and  r^pulatory  framework  to  octend  the  cost  sharing  and  interoperability 
benefits  of  international  cooperative  research  and  devdopment  programs  ^oughout 
DoD,  savings  of  a  dmilar  or  greater  magnitude  are  antidpated. 


9.  Intdiectuai  Property  Rsgbts 


A.  Bmrip^oc  of  Current  Program: 

The  VP.  for  Business  DeveU^ment  was  meting  with  his  President.  "This, "  the 

VJP.  said,  f^erring  to  a  DoD  Request  for  Proposals,  "we  could  do  very  easily  with  an 
adaptation  of  the  new  traveling  wave  Uchnt^gy  we've  just  devekped  " 

"Sowhat's  the  problem?"  the  president  asked. 

"Tedmiad  data  rights. " 

"That  sdtoukbi't  he  any  problem,"  the  president  said  "That  technology's  ours  We  developed 
it  all  by  ourselves  " 

"Under  their  contracts,  DoD  always  get  unlimited  rights  in  'form,  fit,  and  junction' data. 

They  also  get  unlimited  rights  to  any  manuals  or  training  materit^  Now,  throw  in  that 
adaptation  I  was  talking  about  earlier.  If  we  bill  the  costs  of  developing  the  adaptation  to 
the  contract,  DoD  is  probably  going  to  insist  we  negotiate  with  them  over  rights  to  that  data 
‘Ondpvbabfy  more  data,  as  well." 

"What  do  th^ plan  to  dowith  the  data?" 

"Amor^  other  things,  probably  use  it  for  competitive  ^jore  parts  bpys  " 

"Which  means, "  the  president  filled  in,  "som  sharp  person  Just  might  get  enough 
information  to  figure  out  the  basis for  our  technology,  mid  all  of  a  sudden,  it's  in  the  open 
c^we  have  nothing  to  show  for  our  investment!" 

"Right" 


The  pesident  shook  his  head  slowly. 

"Our  choices,  as  I  see  it, "  the  V.P.  said,  "are  to  bid  with  the  new  technology  and  take  our 
chances,  bid  with  the  old  'standard'  technology,  or  not  bid  What  do  you  want  to  do?" 

"I  don't  know." 

B.  Better  Way: 

On  an  incrcuingly  lethal  battlefleldt  the  nation's  soldiers^  saOors,  airmen  and  Marines 
require  the  best  technology  available,  no  matter  what  its  source.  In  order  to  achieve 
this  goal,  BoD  should  acquire  rights  in  technical  data  and  computer  software  in  a 
manner  that  maximizes  the  flow  of  technology  from  the  commercial  sector  to  DoD  and 


from  DoD  to  iadastiy,  but  which  ulso  allows  companies  (and  individuals)  to  wotect 
tteir  coaunmtial  interests  in  technology,  products,  or  processes  they  have  developed. 

C  BadKground/Eipedence: 

bi  1983,  the  ^(uies  of  exoihitant  ^are  parts  prices  ($600  toilei  seat  and  $400  claw  hammer) 
outraged  the  natioR.  Congress  reacted  by  encouraging  DoD  to  acquire  rights  in  technical 
data,  not  only  to  eisure  sa&  and  effident  operation  of  the  equipment  it  buys,  but  to  make 
"toUow  on*  and  (glares  purchases  conqxdtivdy  to  ensure  D^  would  not  become  *captive" 
to  the  original  equipment  manu&cturer. 

Conquuues,  on  the  other  hand,  are  concerned  about  protecting  their  competitive  portion  in  an 
economic  environment  vriiere  success  increaringly  is  being  determined  by  which  company  is 
first  in  brin^g  new  products  or  new  technology  to  a  global  marketplace.  This  makes 
cmnpaides,  parficulariy  those  with  commercdal  products,  cautious  of  releasing  data,  and  wary 
of  as  a  customer. 

.  Li  tbe  mid-1980s,  it  began  to  become  apparent  that  the  areas  of  confluence  between 
commerdal  and  militaiy  technologies  were  increaring.  Indeed,  m  some  areas  vital  to  the 
development  of  weiqion  systems,  commercial  companies  had  outpaced  DoD's  efforts  (as,  for 
instance,  microprocessor  technology,  where  defense  technology  lags  behind  the  best 
commerdal  tedmology  by  3  to  5  years).  However,  as  the  Packard  Commission  pointed  out  in 
1986,  DoD's  pc^cy  of  acquiring  nearly  all  intellectual  property  rights  was  affecting  the 
willingness  of  firms  to  bring  their  best  tedinolo^es  to  the  defense  marketplace. 

Congress,  aware  of  industry's  concerns,  responded  with  amendments  to  existing  statutes  to 
promote  a  better  balance  between  the  Government's  needs  for  technical  data  and  contractors' 
needs  for  protection  of  proprietary  data.  In  September  198S,  DoD  published  proposed 
in^emenfing  regulations  which  failed  to  satisfy  companies'  needs.  The  proposed  regulation 
was  withdrawn.  Several  revised  proposals  have  been  published  rince,  that  have  also  fitiled  to 
satisfy  industry's  concerns.  DoD's  current  policy  for  acquirition  of  technical  data  rights  is 
defin^  by  an  "interim  rule"  which  took  effect  in  1988. 

In  1991,  Congress  created  the  Government-Industry  Technical  Data  Committee  to  review  the 
Government's  techracal  data  rights  policies.  The  committee  has  been  performing  an 
exhaustive  review  of  the  current  policies  and  procedures  and  has  made  enccura^ng  progress. 
It  has  determined  that  a  balancing  of  developers'  and  the  Government's  interests  in  technical 
data  and  software  can  be  made  vrithout  statutory  change. 

Finally,  secrecy  orders  on  patent  applications,  patent  infiingement  by  government  contractors, 
and  copyright  protection  of  software  continue  to  present  a  problem  between  DoD  and  its 
contractors.  Ptosolution  of  these  problems,  along  with  those  noted  above,  is  necessary  to 
improve  the  long-term  competitiveness  of  domestic  firms. 


]>.  Pia&fortheFttture  — DoD  Will: 


*  Promote  new  policies  for  the  acquisition  of  technical  data  and  computer  software 
which  wSl  strike  a  balance  among  technology  developers'  commercial  interests  and  the 
Government's  needs. 

*  Establish  a  Patent  and  Trademaih  Advisory  Committee,  chaired  by  DoD,  to  shift 
responsibility  from  the  Patent  and  Trademark  Office  to  a  body  with  expertise  in  both 
the  contnd  of  technology  and  its  development,  and  the  capability  to  assess  whether 
publicatioa  would  be  detrimental  to  the  national  defense,  to  conduct  reviews  to 
d^ermine  if  a  secreqr  order  should  apply  to  a  patent  application. 

*  Propose  an  amendment  to  allow  federal  agencies  to  copyright  software  that  their 
employees  have  devdoped  as  part  of  the  employees'  officid  duties.  Allow  federal 
agmicies  to  license  software  to  commercial  companies  to  assure  them  whatever 
devdopments  or  improvements  they  make  in  the  software  will  be  protected  by  law. 

E.  Action  Plan: 

The  Govenunent-Industiy  Technical  Data  Committee  plans  to  submit  its  final 
recommendations  to  DoD  in  October,  1993.  DoD  will  obtain  public  comments  on  those 
recommendations,  analyze  the  comments,  and  prepare  regulatory  coverage  within  120  days 
after  reedpt  of  the  comments.  As  requir^  by  Section  807  of  the  1992/1993  National  Defense 
Authorization  Act,  the  Secretary  of  Defense  will  report  the  committee's  recommendations  to 
Congress  at  least  30  days  before  issuing  the  final  regulations. .  For  the  other  intdlectuai 
property  issues,  a  legislative  proposal  has  been  transmitted  to  0MB  and  will  be  factored  into 
the  adniiiustration's  portion  on  acquisition  reform  legislative  provisions.  DoD  will  have  any 
required  implemendng  regulations  in  place  six  months  after  passage  of  the  authormng 
legislation. 

F.  Performance  Metrics: 

With  the  implementation  of  the  measures  described  above,  DoD  will  begin  closing  the 
technology  gap  in  those  areas  where  commercial  technology  leads.  We  anticipate  that  there 
will  be  a  significant  increase  in  the  number  of  federal  software  devdopments  that  are 
successfully  commercialized. 


10.  Contracting  for  Commercial  Activities 
Under  0M3  Circular  A-76 

A.  Description  of  Current  Program 

During  Operatim  Desert  Storm/Desert  Shield,  the  commander  cf  the  National  Naval 
Medical  Center  advised  the  Chief  of  Naval  Operations  that  he  intended  to  use 
contract  perstmnel  to  supplement  ^  irhlutuse  guard force  because  of  a  terrorist 
threat  and  unavailability  of  in-kouse  personnel  He  was  advised  that  he  was 
statutorily  barred  from  doing  so.  The  Medical  Center,  a  high  visibility  target,  was 
placed  at  si ffdficant  risk 

B.  A  Better  l^ay: 

Streamline  and  consolidate  conflicting  laws  into  a  coherent  rule  as  to  when  the  DoD 
should  contract  with  the  private  sector  for  commercial  services,  with  due  consideration 
of  **inherently  governmental  functions."  That  rule  should  provide  DoD  with  the 
managerial  flexibility  to  evaluate  both  cost  and  performance  quality  factors  (even  when 
the  coat  of  quality  factors  cannot  be  determined). 

C  Background/Experience: 

The  curroit  statutory  scheme  for  DoD  contracting  for  commercial  services  under  0MB 
Circular  A>76  presents  a  conflising  and  contradictory  set  of  rules  reflecting  the  diver^ty  of 
interests  at  stake  in  this  area.  The  laws  require  DoD  to  procure  from  the  private  sector  if  that 
source  is  less  expensive  than  the  government,  based  on  a  cost  comparison  when  the  activity 
involves  nxm  than  10  employees. 

But,  the  laws  also: 

•  Prohibit  conversion  to  private  contractor  performance  without  extensive  notice  to 
Ckmgress,  including  a  duplicative  annual  report. 

•  Inhibit  management  flexibility  and  in  some  instances  have  hindered  military  mission 
requirements  by  prolubiting  contracting  out  for  fire  fighting  and  security  guard  functions. 

•  Give  installation  commanders  broad  authority  to  make  contracting<out  determinations 
under  Circular  A-76,  which  may  not  have  achiev^  its  intended  tStct  of  decreasing  A-76 
adnunistratkm  costs  within  the  DoD  and  may  have  the  unintended,  detrimental  efibct  of 
dccentraliring  resource  managen^  in  an  era  of  draw  down. 

•  Require  DoD  to  maintain  cost  data  after  conversion  to  in-house  performance,  even 
though  arch  data  is  speculative  and  of  limited  value  for  future  comparisons. 


In  addition  to  the  somewhat  contradictory  pro\asions  noted  above,  the  statutory  requirement 
to  procure  from  the  private  sector  if  less  expen^ve  does  not  pennit  flexibility  to  consider 
performance  (e.£.,  quality  provided  by  established,  in-house  stafiO- 

D.  naa  For  flhe  Future -DoD  Will: 

Propose  eoaetmcnt  of  a  single*  streamlined  statute  governing  traditional  A-76 
contracting  procedures  for  the  DoD.  That  statute  would: 

•  Provide  that  the  DoD  shall  procure  from  the  private  sector  if  such  a  source  can 
provide  a  service  or  supply  adequate  to  meet  deflned  performance  standards  at  a 
cost  lower  than  that  of  an  in-house*  government  source,  using  a  "realistic  and  fair" 
cost  comparison  process  and  at  a  threshold  number  of  employees  consistent  with 
threshold  used  ^ewhere  by  the  DoD. 

•  Eetain  existing  waivers  (e.g.,  "inherently  governmental  functions")  and  add  base 
closure  as  an  additional  waiver  from  that  rule. 

•  Require  federal  employee  consultation. 

«  Repeal  prohibition  on  contracting  out  for  fire  fighting  and  security  guard 
functions. 

•  Repeal  the  statutory  authority  for  installation  commanders  to  make  A-76 
determinations.  Rather  than  a  broad  authority  mandated  by  statute*  DoD  would 
prefer  to  tailor  such  authority  through  regulatory  implementation. 

£.  Action  Plan: 

For  those  hems  requiring  Congressional  action,  DoD  will  forward  legislative  proposals  to  the 
Office  of  Management  and  Budget  which  will  be  factored  into  the  administration's  position  on 
acquisition  reform  legislative  provisions. 

F.  Performance  Mrirks: 

Savings  wiU  be  generated  by  adding  base  closure  as  an  additicmal  waiver  from  contracting  out 
requirements,  therri>y  removing  unnecessary  administrative  costs  from  both  A-76  and  base 
cloaure  process.  Qualitative  gains  will  be  made  by  expressly  permitting  performance 
standards  to  be  considered  in  A-76  determination  processes;  system  will  be  developed  to 
measure  costs  and  evaluate  performance  factors.  Savings  will  also  be  achieved  by  removing 
the  absolute  bar  cm  contracting  out  for  fire  fighting  and  security  guard  functions. 


11.  Service  SpecIHc  Acquisitioii  Laws 


A.  Description  of  Current  Progrtm 

A 1926 stalute,  ^te^fying  ihai  imiustiem  for  bids  for  aqterimenUd  aviation  design  and 
procurmeM  he  advertised  in  at  least  three  hading  aeronautical  journals  for  not  less  than 
30-days,  remains  in  ejfect  even  thought  it  has  clearly  been  superseded  by  more  recent 
legislation  and  no  lot^r  is  rehvant  to  modem  aviation  acquisition. 

The  Navy  International  Pr<^^  Office  faced  significani  delays  in  the  tranter  of  3  Knox 
doss  frigates  and  an  Adams  doss  detiroyer  to  Greece  in  earfy  1992  because  of  a 
requirement  to  notify  the  congressional  defense  committees  of  such  transfers  and  then  await 
e^q^iration  cf  days  continuous  sestion.  Such  dekys,  particukarfy  in  "hot-ship"  trmsfers 
where  the  foreign  crew  relieves  the  U.S.  watch  simultaneously  with  decommissioning,  cost 
money  and  manpower. 

B.  A  Bettor  Way: 

Grants  of  authority  that  remain  useful  should  be  retained,  consolidated  and,  where 
necessary,  amended  to  modernize  them.  Authorities  that  are  no  longer  used  or 
otherwise  obsolete,  should  be  repealed. 

C  BacStgrouad  Ezpcrience: 

Service  q)edfic  sequintion  statutes  include  Army  and  Air  Force  statutes  that  evolve 
luttorically  from  the  same  source  law,  and  Navymnique  laws.  The  laws  include  many 
authorities  that  are  decades,  or  even  centuries  old,  and  that  have  become  obsolete  c»'  rendered 
useless  by  more  recent  legislation.  Authorities  that  remain  useful  are  not  avayable  to  all  the 
Secretaries  of  the  MiUtaiy  Dq)artnMnts  and  the  Secretary  of  Odense. 

Specific  limitations,  such  as  the  ux  percent  fee  limit  on  architect«<mpMert!%  contrads,  no 
longo*  serve  their  origimd  purpose  and  are  significant  adnunistrative  burdens,  particuhuiy  for 
modem,  technically  complex  projects.  Certain  lustorical  authorities,  while  remaining  us^  to 
the  milhuiy  departments,  do  not  fully  address  n^deni  acquisition  iequiremeats. 

D.  Plau  For  the  Future -DoD  Will: 

Traosmit  to  the  Qfllce  of  Management  and  Budget  a  legislative  proposal  based  on  tbe 
Scetioi  MO  Fand  for  coosideratloa  in  developing  the  admiairinitioa*s  posltioo  on 
acquiiMoa  reform  legislation  being  consider^  by  Cougress.  That  proposal  will: 

•  Rriuiu  useful  authorities  and  amend  them  to  vest  such  authorities,  when 
appr^riatc,  lu  the  Secretary  of  Defease  as  well  as  the  secretaries  of  the  Militaiy 


•  Rqteal  obsolete  stotutes*  such  as  the  six  percent  fee  limit  on  nrchitect-engineering 
scarvic^ 

•  AoBmid  to  modernize  the  authority  to  sdl  or  loan  to  allow  DoD  to  give  samples  of 
items  that  may  promote  independent  research  and  development,  and  provide  for  the 
sale  of  services  firom  government  test  facilities  for  use  by  private  contractors;  and  the 
authorities  provided  the  Qvil  Reserve  Air  Fleet,  to  permit  private  contractors  limited 
commercial  use  of  militaiy  airfidds. 

£.  Action  Flan: 

A  k^slatwe  prqiossi  has  been  transmitted  to  0MB  and  wSl  be  &ctored  irto  the 
adfflifiistrati(»'s  poshion  on  acquiation  refmm  I^slative  provisions, 

F.  Performance  Metrics: 

Elimination  of  the  obsolete  six  percent  fee  limit  should  result  in  higher  quality,  more  efficient 
architect-ei^neering  services  and  diminate  significant  adnfinistrative  burdens  in  (tscertaming 
which  services  ire  subject  to  fee  fimit  end  which  are  not.  Eliminatioa  of  dupfiourve 
congressitKtsl  notice  requirements  for  Navy  ship  transfers  will  reduce  sdmtnistrdive  costs. 
Enactnumt  of  modemiimd  authority  to  sdl,  loan,  or  ratt,  will  Meditate  technology  transfer 
between  govmiunent  and  private  sector.  Enhsiu^mait  of  Civil  Reserve  Air  Flee^  authorities 
will  incr^  use  of  the  commercisl  air  fl<^  to  med  nuliisty  transport  needs,  with  savings 
fipom  decreased  demand  on  mllitaiy  aircnft. 


12.  Standards  of  Conduct 


A.  Dcscriptkui  of  Current  Program 

A  DoD  official  violtOes  ethics  rules  by  accepting  a  DoD  contractor's  offer  toflyonthe 
coiUraaor's  aircraft  to  the  plant  for  an  official  inaction  visit,  even  if  the  alternatives  cost 
much  more  and  are  very  inconvenient 

One  defense-unique  post  employment  restriction  resulted  in  DoD  issuing  nu)re  than  4,300 
kgcd  advisory  harbor")  cpinions  in  a  19  month  period;  in  only  4  percent  of  those 
tqtinions  did  the  DoD  find  that  the  law  even  potentially  (q)plied 

B.  ABcItcrWay: 

Acquisition  laws  should  promote  financial  and  ethical  integrity  in  ways  that  art  simple, 
naderstandahle,  not  unduly  burdensome  and  which  encourage  sound  and  efficient 
psocnrement  practices. 

C  Bnckginnttd/Eipeficttce: 

There  are  mmre  than  100  statutory  sections  setting  forth  the  rules  guiding  standards  of 
conduct  in  defense  procurement.  These  include  statutes  covering  post>employment 
rettrictions  of  government  petsoiuiel,  contractor  certifications,  and  fidse  dWs. 


Crtmina!  fraud  statutes  >  within  title  18  of  the  U.S.  Code  appiy  to  all  federal  sector 
procurement,  and  provide  for  criminal  remedies  on  false  diims,  conspiracy  to  commit  fidse 
dtims,  conspiracy  to  defraud  the  government  and  fdse  statesncsits;  t^'  genoiUy  require  a 
finding  of  specific  intent  to  deceive. 

Civil  fraud  statutes  •  the  False  Chums  Act  >  provide  remedies  for  knowin^^y  presenting, 
or  conspiring  to  present,  false  or  fiaudulent  claims  to  the  United  States  for  payment;  the 
acdon  may  be  brought  by  the  government  or  a  private  person  on  behalf  of  the  government 
(ao^aUed  qui  tom  actions)  and  provide  tr^e  damages,  with  a  qui  tarn  pbuotifiT  entitled  to  up 
to  30  percent  of  recovery. 


Piecemeal  leiG^sUtion  sets  forth  a  wide  vari^y  of  restiia’ons  on  post-government  anployment 
Onduding  opportunities  and  discussions),  gi^  and  gratuities,  acts  afTecting  personal  financial 
iaieres^*^,  dUdtmue  of  procurement-related  information,  and  certification  and  reporting 
reqmrememi  related  to  these  issues;  as  wdl  as  administrative,  dvil  and  crimiiul  poulties  for 
vkdafiost. 

Nesiy  ail  etluct  taws  overlap.  The  propriety  of  a  given  event  is  nei^y  impossible  to  measure 
when  two  laws  apply  competing  tests  to  the  same  dtuations.  This  q>ectmm  of  laws  is  a 
ijgnificaat  inyediment  to  defense  acquisiUoa 


The  recent  efforts  to  create  a  scandal-proof  government  have  gone  so  &r  that  th^,  on 
balince,  do  snore  harm  than  good.  Some  of  these  ethics  reforms,  especially  recent  attempts  to 
purify  the  procurement  process  by  imposhig  broad  post-government  employment  restrictions, 
afford  little  etlucal  protection  at  very  high  cost-a  bad  bargain  for  the  government  and  a  bad 
bargain  for  the  {Niblic.  (Rq)ort  of  the  Kational  Aoutemy  of  Sdenccs,  Sdeaoe  and  Technology; 

LtadersUp  iuAmriam  Gavenimait;  Ensuring  the  Best  Preridential  Appointments  (1990)). 

D.  Flan  For  the  Future  -  DoD  IVill: 

Fropoie  that  Congress: 

•  Adopt  Icgialatioa  proposed  by  Oflice  of  Government  Ethics  (OGE)  and  the  OFPP  in 
1990  and  1991  that  would  revise  procurement  integrity  laws  to  simplify  ethics 
requir^Bunts  asid  make  them  consistent  acrou  government,  including  ddetion  of 
eurrmit  contractor  certification  requirements  in  favor  of  a  prohibition  on  disclosure  or 
receipt  of  certain  sensitive  source  selection  or  proprietary  i^ormatioo; 

•  Qarify  and  simptify  "revolving  door"  laws  by  establishing  fins  law  that  would 
prohibit  ttrtain  former  procurement  officials  from  representing,  aiding  or  advising  any 
pcfioa  imacimiiag  a  procurement  for  one  year  alter  government  service. 

•  Esamine  whether  qui  tarn  suits  should  not  be  allowed  If  the  suit  is  based  on 
information  aequhned  during  course  of  goveromwt  work. 

•  Examine  whether  ccmtract  disputes  involving  fraud  ^legations  may  be  more 
cOkkntly  resolved. 

£.  AettonFUn: 

A  li^slative  prc^sel  has  been  transmitted  to  0MB  and  will  be  fikctorol  into  the 
•dmini^rtrion's  position  on  acquisition  reform  le^sUtive  provisions. 


F.  Fcrfbrmittce  Metrics: 


Oreater  darit)’  in  government  ethics  laws  will  ease  administratixT  ktrden  of  unnecessary 
interpreutive  optiuons.  Modigeation  of  "revolving  door*  Uws  wUi  remove  barriers  to  higher 
quahty  foemhment  witlun  the  federal  sector.  Modifying  availability  of  qui  tom  remedies  will 
prevent  thdr  manipulation  by  industry  and  govoiunent  emjdoyees  seeking  to  maxinuze  their 
peraonil  share  of  tocoveries. 


